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COMPACT DEVELOPMENT AND GREENHOUSE 
GAS EMISSIONS: A REVIEW OF RECENT 
RESEARCH 
ERIC FRUITS 
Economics International Corp. and Portland State University 
Oregon’s land use policies were originally promoted to reduce “sprawl” and to 
preserve agricultural land and open spaces. As climate change issues gained policy 
prominence, land use was called upon as a way to halt potential climate change. A 
staff member at Metro, the Portland area’s regional government, explains how 
climate change thinking became one of the key justifications for policies favoring 
compact development: 
It was not a stated objective of the 2040 Growth Concept (1995) to 
reduce greenhouse gas emissions. In the years leading to its adoption, 
air quality, costs of public infrastructure, protection of farmland 
outside the UGB and re-vitalization or downtowns of the region were 
uppermost in the minds of regional leaders. But cities and counties, 
especially Portland and Multnomah County, began to address 
emissions reduction on a track that paralleled development of the 
Growth Concept. The city led the way by adopting the nation’s first 
carbon dioxide reduction strategy in 1993. Eight years later, the 
county joined the city in a joint Local Action Plan on Global Warming 
(2001), setting a CO2 reduction target of ten percent below the 1990 
level by 2010. Each of these efforts identified the links among 
development patterns, vehicle miles traveled (VMT) and GHG 
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emissions. Each called for more compact development as a principal 
strategy to reduce VMT and emissions.1 
On its face, the linkage between compact development and greenhouse gas 
emissions seems obvious: (1) if individuals drive less, then vehicle emissions will 
decline, and (2) if families live in more compact developments, then they would 
likely drive less and use less energy, and therefore (3) compact development would 
reduce greenhouse gas emissions. 
This article reviews the existing research with an eye toward identifying 
whether—and by how much—compact residential development affects greenhouse 
gas emissions. While many facets of “smart growth” may affect greenhouse gas 
emissions, this brief article focuses exclusively on the role density plays.  
While the connection may seem obvious, there has been very little research to 
test whether a linkage between compact development and greenhouse gas emissions 
actually exists.  There has been even less research attempting to quantify the 
relationship. Even worse, the little evidence that is available is contradictory or 
flawed. The result is development policy based on speculation, rather than evidence.  
Indeed, much of the data presented by researchers seems designed to justify policy 
prescriptions rather than to scientifically test for the existence or size of a 
relationship. 
DOES COMPACT DEVELOPMENT REDUCE MOTOR VEHICLE 
USAGE? 
The relationship between compact development and motor vehicle usage can be 
broken down into three broad, and sometimes overlapping, categories: 
1. Number of trips; 
2. Length of trip; and 
3. Mode choice (e.g., bus vs. car vs. walking). 
This breakdown is critical to understanding why the connection between compact 
development and greenhouse gas emissions is not obvious.  For example, evidence 
suggests that more compact development is associated with shorter, but more 
frequent trips.  As a result, the net impact is an empirical, rather than an obvious 
theoretical, issue. 
Empirically, the results are mixed. On the one hand, some studies have found 
that more compact development is associated with greater vehicle-miles traveled.2  
On the other hand, one widely cited study finds the opposite relationship, but only 
                                                
1 Benner, R. (2009). Portland Metropolitan Region Turns a Climate Change Corner. Metro. 
2 Crane, R. (1996). Cars and drivers in the new suburbs: Linking access to travel in 
neotraditional planning. Journal of the American Planning Association, 62(1):51–65. 
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by assuming that there is no change in the number trips in more compact 
developments.3 Other studies find no significant relationship between the built 
environment and travel behavior.4 With such mixed results, it is impossible to have 
confidence that compact development in any way affects motor vehicle usage. 
At a theoretical level there is no obvious connection between compact 
development and mode choice.  While it is conceivable that one may be more inclined 
to walk or take public transit if he or she is closer to his or her job or to retail 
establishments, the connection between residential density and mode choice is not 
self-evident. This is borne out by real world observations. For example, density has 
almost no economically significant impact on car ownership.5 Indeed, research 
summarizing the body of past findings concludes that measures of population 
density and job density have a virtually nonexistent relationship with individuals’ 
choice to use public transportation or to walk.6  For example, the researchers find 
that a 10 percent increase in household or population density would increase 
walking by only 0.7 percent and increase transit use by only 0.4 percent. The most 
recent research finds slightly greater impacts, but nevertheless concludes the 
impacts are “very small.”7 Such insignificant results indicate that compact 
development policies should not be based on expectations of reduced motor vehicle 
usage. Indeed, it is clear that compact development is not a useful tool for reducing 
greenhouse gas emissions.  Rather, much of the progress in controlling greenhouse 
gas emissions has been, and will continue to be, through innovations in the 
technologies using fossil fuels. 
DOES COMPACT DEVELOPMENT REDUCE HOUSEHOLD 
ENERGY USE? 
A substantial share of greenhouse gas emissions associated with residential 
development comes from motor vehicle usage. Yet, the weakness of a density-
emissions connection invites an investigation of other potential sources of 
development related emissions.  
                                                
3 McNally, M. G. and Ryan, S. (1993). Comparative assessment of travel characteristics for 
neotraditional designs. Transportation Research Record, 140:67–77. 
4 For a summary of these studies see Lee, Y., Washington, S., and Frank, L. D. (2009). 
Examination of relationships between urban form, household activities, and time allocation 
in the Atlanta Metropolitan Region. Transportation Research Part A, 43:360–373. 
5 Bhat, C. R. and Guo, J. Y. (2007). A comprehensive analysis of built environment 
characteristics on household residential choice and auto ownership levels. Transportation 
Research Part B, 41(5):506–526. 
6 Ewing, R. and Cervero, R. (2010). Travel and the built environment. Journal of the 
American Planning Association, 76(3):265–294. The authors claim that their analyses are 
based on the most complete data available as of late 2009. 
7 Heres-Del-Valle, D. and Niemeier, D. (2011). CO2 emissions: Are land-use changes 
enough for California to reduce VMT?  Specification of a two-part model with instrumental 
variables. Transportation Research Part B, 45:150–161. 
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The relationship between residential energy use and greenhouse gas emissions is 
an indirect relationship.  Typical household activities (e.g., cooking, cleaning, 
lighting, and heating) are associated with the use of fossil fuels which, in turn, emit 
greenhouse gases. Residential energy consumption accounts for 22 percent of the 
total energy consumption in the United States.8 By reducing household energy 
consumption, greenhouse gas emissions can be reduced. Some research suggests 
that differences in land uses may affect household energy consumption. For 
example, it has been argued that higher density developments are more energy 
efficient and consume less energy than less dense developments.9 The conclusions 
reached are sensitive to the metric being used (e.g., per square foot, per person). For 
example, in evaluating the differences in energy use between a “low” density 
development and a “high” density development, one study discussed below finds 
large differences in energy use on a per person basis, but found no measurable 
difference on a per square foot basis. 
Research finds that energy consumption per unit of building area, is almost the 
same for both high density urban and low density suburban homes.10 A study of 
annual energy consumption for buildings and transport in four Toronto 
neighborhoods finds that the three least dense neighborhoods show increasing 
energy consumption per capita with increasing density.11 In other words, for these 
neighborhoods, greater density is associated with greater per capita energy 
consumption. At the same time, the “high density” neighborhood has the smallest 
estimated per capita energy consumption.  
                                                
8 Kaza, N. (2010). Understanding the spectrum of residential energy consumption: A 
quantile regression approach. Energy Policy, 38:6574–6585. 
9 See Wilkinson, P., Smith, K. R., Beevers, S., Tonne, C., and Oreszczyn, T. (2007). Energy, 
energy efficiency, and the built environment. Lancet, 370(9593):1175–1187. 
See also Norman, J., MacLean, H. L., and Kennedy, C. A. (2006). Comparing high and low 
residential density: Life-cycle analysis of energy use and greenhouse gas emissions. Journal 
of Urban Planning and Development, 132(1):10–21. 
10 Norman, J., et al. (2006). The authors find that that low-density suburban development 
is more energy and greenhouse gas intensive than high-density urban core development on a 
per capita basis. When the functional unit is changed to a per unit of living space basis the 
factor decreases substantially, illustrating that the choice of functional unit is highly 
relevant to a full understanding of urban density effects.  Such findings indicate that 
building occupants may “self select” into developments that are consistent with their 
demographics and lifestyles.  
11 Codoban, N. and Kennedy, C. A. (2008). Metabolism of neighborhoods. Journal of Urban 
Planning and Development, 134(1):21–31. Because of the small number of observations, it is 
impossible to account for variations in neighborhood characteristics and demographics. For 
example, the study describes the neighborhoods as (1) prewar “streetcar suburban,” (2) 
postwar suburban, (3) contemporary suburban, and (4) contemporary urban. Without 
adequate accounting for variations in neighborhood type, it is difficult to draw any general 
conclusions. 
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Another Toronto study estimates greenhouse gas emissions associated with 
building operations for each census tract.12 The authors find peaks in electricity 
usage in the central core of the city and speculate that the peaks might be explained 
by additional energy loads and the higher space-cooling requirements of high-
density development. For example, towers have elevators, higher occupancies, and 
lighting and cooling for common spaces, all of which demand energy and introduce 
more heat for the cooling system to overcome. In addition to these factors, the higher 
volume-to-surface-area ratio of towers might also increase their cooling demand. 
A cross-sectional study of eight residential communities in Norway examined 
total household travel activity and energy consumption.13 This is one of the few 
studies that add up effects across all transportation modes (including air travel) and 
the energy use of the housing itself. The findings indicate that compact residential 
development without “gardens” (e.g., backyards or front yards) generate offsetting 
travel and energy demand for recreation and international travel. 
The second potential way in which residential development may be associated 
with greenhouse gas emissions is in the construction of dwelling units. While a 
connection is asserted by policy makers, very few studies exist on the relationship 
between residential construction activities and greenhouse gas emissions. The 
thinness of the literature likely is due to (1) construction activities being associated 
with a relatively small portion of a residence’s life-cycle energy usage, and (2) the 
lack of an adequate or appropriate “but-for” alternative against which to measure 
construction activities. 
Research on residential construction impacts have focused on “embodied” energy 
and the resulting estimated greenhouse gas emissions. One study concludes 
embodied energy and greenhouse gas emissions resulting from material production 
across the supply chain are approximately 1.5 times higher for a low-density case 
study than a high-density case study on a per capita basis.14 However, changing the 
functional unit from per capita to per living area (square meters) alters these 
findings significantly. When considered on a unit living area basis, the high-density 
development scenario becomes 1.25 times more energy and emissions intensive in 
terms of material production than the low-density case. The study relies on only two 
observations, so no generalizable conclusions can be drawn. 
An earlier study of embodied energy notes that the energy used in residential 
construction is often ignored due to the fact that it is considered small compared 
with the embodied energy of the building materials and because there is little 
                                                
12 VandeWeghe, J. R. and Kennedy, C. (2007). A spatial analysis of residential greenhouse 
gas emissions in the Toronto census metropolitan area. Journal of Industrial Ecology, 
11(2):133–144. 
13 Holden, E. and Norland, I. T. (2005). Three challenges for the compact city as a 
sustainable urban form: Household consumption of energy and transport in eight residential 
areas in the greater Oslo region. Urban Studies, 42(12):2145–2166. 
14 Norman, et al. (2006). 
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information available.15 The research cites previous studies suggesting that 
7 percent to 15 percent of the total embodied energy was attributable to construction 
activity. The study relies on only 25 observations and studies only single family 
residences. Thus no generalizable conclusions can be drawn regarding the impacts of 
density or location on embodied energy used. 
CONCLUSION 
Oregon’s land use policies favoring compact development were originally 
promoted to reduce “sprawl” and to preserve agricultural land and open spaces. 
More recently, the potential to halt climate change has been used as a key 
justification for encouraging more compact development. While the linkages between 
density and greenhouse gas emissions may seem obvious, available data indicate 
that the connections are weak, bordering on non-existent. Thus, it is clear that 
compact development is not a useful tool for reducing greenhouse gas emissions.  
Indeed, much of the progress in controlling greenhouse gas emissions has been 
through innovations in the technologies using fossil fuels.  
The evidence to date also raises the question whether cities or regions are the 
appropriate level for fighting potential climate change.  For example, the population 
of Oregon represents approximately one percent of U.S. population and an even 
smaller share of U.S. greenhouse gas emissions.  The entire state can drop its 
greenhouse gas emissions to zero and the world would never notice the difference.  
While there may be some value to being a showcase for energy saving approaches, it 
is very easy for others to free ride off of the innovating region’s initial efforts and 
investments.  In this way, such regional efforts to slow potential climate change 
through compact development are little more than showy, but costly, curiosities. ◼ 
Eric Fruits is President of Economics International Corp. and an adjunct professor 
at Portland State University. This article is based on research performed for a 
project sponsored by the National Association of Homebuilders.  The complete study 
is available at nahb.org. Any opinions expressed are those of the author’s and do not 
represent the opinions of any other individual or organization. 
                                                
15 Pullen, S. F. (2000). Energy used in the construction and operation of houses. 
Architectural Science Review, 43(2):87–94. 
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CENTER FOR REAL ESTATE ALUMNI PROFILE: 
ALEXANDRA IONESCU 
Reprinted courtesy of the Daily Journal of Commerce 
Alexandra Ionescu, 25, has only three months experience as a commercial real estate 
broker, but she has known for a while it’s what she wants to do. 
Ionescu moved from Romania to Portland 17 years ago after her father was 
offered a job in the area. When she began taking courses at Portland State 
University, she was immediately attracted to the real estate finance program, and in 
2008 she received her undergraduate degree. 
After spending about a year with U.S. Bank, Ionescu in September began 
working at NAI Norris, Beggs & Simpson. 
DJC: What do you hope to build or accomplish during your career in this industry? 
Alexandra Ionescu: I hope to build long-lasting relationships with clients and help 
them gain a competitive advantage in their markets … and make successful, 
profitable decisions regarding the real estate they operate their businesses out of or 
the real estate that they acquire. 
DJC: Why did you choose this field? What drew you to it? 
Ionescu: I wanted something very practical and dynamic, something that I could 
get really involved in with clients and be on the forefront of the market. I think it’s 
fascinating how many cycles there are in commercial real estate and real estate 
altogether. I thought it would be great to be a part of it and be active in the market 
and the community by helping people shape their decisions. 
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I come from a hardworking family, so I have always been motivated by 
something I could get engaged in. Some people want the 8-to-5 that they can forget 
about. I wanted something more involved. 
DJC: What sort of mentoring did you have during your time in school or thereafter? 
Ionescu: Portland State University had a fantastic mentor program. Through that I 
met Steve Edelman, the founder of Greenwing Companies in Southeast Portland. 
I’ve maintained contact with him over the years, so that has been a successful 
relationship. Aside from Steve, I am doing a mentorship with Jeff Borlaug, the 
director of brokerage in our office. 
DJC: What do you think needs to change in your industry and how it does business 
now that your generation is coming in? 
Ionescu: What’s changing and what’s allowing all the change is obviously the 
technology. I think, going forward, we can use it to provide our clients, or anyone 
else we interact with, with faster answers and more accurate information. At the 
same time it will be important for us to make sure that we don’t become obsolete in 
our profession, because it can be very easy to remove ourselves from the personal 
relationships. 
DJC: Has anything surprised you about the industry since you’ve been in it? 
Ionescu: I haven’t been completely surprised by anything. But the downturn stayed 
with us longer than I thought it would have. When I first got involved on a 
professional basis was in 2008, when things first started to go bad. How long it has 
taken to bounce back has been surprising. But at the same time the amount of 
optimistic people out there has surprised me as well. The volume of transactions 
obviously hasn’t been the same as in the past, but people are still optimistic. This is 
the body of the paper. ◼ 
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OFFICE MARKET ANALYSIS: 
DAVID WEST 
RMLS Fellow 
Certificate of Real Estate Development Student 
Masters of Urban and Regional Planning Candidate 
Amid encouraging signs nationally, the Portland office market exceeded 
expectations in the fourth quarter of 2010.  Local indices show evidence of a decline 
in vacancy and the strongest absorption seen since 2008, each outperforming 
national averages, which maintained relative stability after a steady stream of 
gloom since 2008. 1  Increasing pressure on the central city Class A market in 
particular stands out, with median reported vacancies dropping below 8 percent. 
Positive local economic indicators include a drop in the unemployment rate from 
10.5 in the third quarter of 2010 to 10.2 percent by the end of the fourth quarter, 
remaining above the national average but decreasing at a faster rate.  This “too good 
to be true” drop may be misleading, however, as statistical quirks involving seasonal 
adjustment may have exaggerated the locally reported decrease.2  Indications of a 
dearth of new construction and continued declines in asking rent across Portland 
categories and submarkets also bring a note of caution to optimistic news.  Table 1 
provides a summary for each submarket. 
Grubb & Ellis reports a 90 basis point drop in market-wide vacancy to 
14.6 percent in the fourth quarter, led by a drop in Central Business District (CBD) 
Class A vacancy of 160 points to 7.1 percent, outperforming their forecasted 
                                                
1 Troianovski, Anton. “Fresh Signs of Life in Office Market” Wall Street Journal, January 
4, 2011. 
2 Reade, Richard. “Oregon's local unemployment rates fall, contradicting statewide 
number”, The Oregonian, January 24, 2011 
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7.5 percent.  Cushman & Wakefield and Norris, Beggs & Simpson also report 
tightening market-wide vacancies in the fourth quarter, though both report very 
different CBD Class A Vacancies from Grubb & Ellis, with Cushman & Wakefield’s 
numbers suggesting a .3 percent rise in vacancy to 7.9 percent.  Reports also differ 
significantly on market-wide net absorption numbers, with Grubb & Ellis reporting 
a notable uptick from 42,401 in Q3 to 452,821 square feet in Q4, while Norris, Beggs 
& Simpson reports a drop from 292,449 to 99,365.  
While market-wide vacancies remain similar to Class A vacancies (Grubb & Ellis 
show 14.6 percent market-wide to 14.1 percent Class A), the numbers tell a very 
different story across CBD and suburban submarkets.  Within the CBD, Class A 
properties outperform market-wide vacancies by 2.3 percent (7.1 percent Class A to 
9.4 percent for all properties) whereas in suburban submarkets, vacancy numbers 
across all properties outperform Class A by 5.1 percent (17.9 percent to 22.9 percent 
for Class A).  While this trend has been discussed in previous reports, the respective 
gaps have shown a widening trend over time, with a 2.8 percent rise in suburban 
Class A vacancy between Q3 and Q4 driving the discrepancies.  
Grubb & Ellis’ vacancy and absorption numbers both indicate improvements 
across the Portland market. While net absorption was back in the positive range for 
2010 at 764,698 square feet (following a net loss of 778,007 in 2009), Figure 7 shows 
continued declines in newly constructed square feet to 530,000.  This lack of new 
supply through construction possibly explains a portion of the drops in vacancy, 
particularly for Class A properties.   
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Source:  Grubb & Ellis, Office Quarterly Reports (dark grey indicates quarterly values)  
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In line with the relatively small “Completed Construction” numbers seen in 
Figure 7, construction employment remains at low levels in the metropolitan area, 
as shown in Figure 2.  A moderate uptick in City of Portland new construction 
permits in Figure 3 shows a level of investment ($75 million) in new development 
that has not been seen since the first quarter of 2009.  While not specific to office 
properties, nearly $10 million of this total is represented by one 64,000 square foot 
office and laboratory building at 4400 NE Halsey Street in Portland. 
Source: U.S. Bureau of Labor Statistics and Oregon Employment Department (dark grey indicates quarterly 
values) 
OFFICE MARKET ANALYSIS  WEST 15 
 
!!"#$
!%"&$
!"
#"
$"
%&"
%'"
%!"
(&
()&
(%&&
(%)&
('&&
(')&
(*&&
Figure 3: Portland Construction Permits & 
Metro Unemployment
+,-./
0,12-345-6,1
78396-2
!"#
$%&'()*+(,%&
-").,('
'()*+,-./01*)(
2-134+(531-*
Source: City of Portland Bureau of Development Services and Oregon Employment Department  
CBD TRENDS 
Strong demand for downtown Class A properties continues to drive relatively low 
vacancy averages.  At 7.1 percent vacancy to 14.6 percent market-wide, the gap 
between these two numbers (7.5 percent) is the greatest seen in 10 years, as seen in 
Figure 4.  In their Q3 report, Grubb & Ellis projected a decrease in downtown Class 
A vacancy to 7.5 percent due in part to NWEA’s occupancy of 121 NW Everett St, 
and the reported 7.1 percent vacancy number outperforms expectations.  For this 
reason, Grubb & Ellis dubbed Portland downtown a “national standout” which will 
continue to be competitive for the foreseeable future due to a lack of sizable projects 
under construction, pointing in particular to the stalled Park Avenue West Towers.  
Grubb & Ellis predicts strong pressure on the CBD Class B market for 2011 as Class 
A options dwindle, with rents rising and vacancy dropping across both classes. 
Cushman and Wakefield’s Q4 "Marketbeat" report tells a similar story with 
Portland CBD at the third lowest vacancy rate in the nation (10.5 percent), 
contrasted with their suburban market vacancy (19.2 percent) which ranks 24th in 
the nation.  Despite the pressure on the CBD office market, Cushman & Wakefield 
track asking rents that continue to decline across all submarkets and classes, with 
Class A dropping from $26.69/SF in Q3 to $24.86 in Q4.  CB Richard Ellis data tells 
a similar story overall of declining vacancies and rents for the CBD. 
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Source:  Grubb & Ellis, Office Quarterly Reports (dark grey indicates quarterly values)   
 
Source:  Grubb & Ellis, Office Quarterly Reports (dark grey indicates quarterly values) 
SUBURBAN TRENDS 
Market performance in the suburban submarkets showed similar trends as CBD 
toward lower vacancies and lower rents, but neither as conclusively.  Median 
suburban vacancy values across brokerages dropped 40 basis points to 20.5 percent, 
and median Class A asking rents dropped from $23.05 to $22.48. Norris, Beggs & 
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Simpson reports that 11 of 15 suburban submarkets saw declines in vacancy in the 
fourth quarter. 
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Table 3: Suburban Office 
Submarkets, 
Ranked by Vacancy Rate
 
Rankings of vacancy by submarket from Grubb and Ellis show few changes from 
the third quarter with Camas at the top at a 40.6 percent vacancy (only 161,000 
total leasable square feet), followed by Tualatin/Wilsonville at 32.0 percent and 
Sunset Corridor at 25.5 percent.  With the lowest suburban vacancy rate, Hazel Dell 
stands out at 7.7 percent, followed closely by Vancouver Mall at 8.3 percent and 
Eastside at 8.6 percent.  Norris, Beggs & Simpson posts a positive net absorption 
121,056 square feet for suburban submarkets, up from 45,000 square feet in the 
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third quarter, and only the second period with positive absorption since the third 
quarter of 2008.   
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Table 4: Total Vacancy for Select Suburban Submarkets
 
Notable lease transactions (see Table 5) include no new leases greater than 
100,000 square feet.  Beaverton and Tigard hold on to some significant lessees while 
Beaverton will benefit from its largest new tenant in Serena Software at 33,352 
square feet.  
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Table 5: Major Lease Transactions, 4th Quarter, 2010
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WRAPUP 
While indicators paint a mixed picture moving forward, 4th Quarter 2010 represents 
the most promising stretch in many respects that the Portland metro Office Market 
has seen since the recession hit locally.  Strong performance in the CBD Class A 
market highlight the report with the suburban market lagging behind, but showing 
signs of forward movement.  Asking rents, which continue to decline across all 
categories, will be important to watch in the coming reports for signs that low CBD 
vacancies are driving market advantage away from tenants and towards lessors. 
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Figure 7: Office Construction Completed by Year for All Classes
 Source:  Grubb & Ellis, Office Quarterly and Annual Reports 
 Center for Real Estate Quarterly Journal, vol. 5, no. 1. Winter  2011 21 
Copyright © Portland State University 
 
 
RETAIL MARKET ANALYSIS: 
DAVID WEST 
RMLS Fellow 
Certificate of Real Estate Development Student 
Masters of Urban and Regional Planning Candidate 
A long list of national indicators gives the battered retail sector some signs of 
recovery, though any hope is cautioned by a high jobless rate and poor personal 
income performance.  Retail sales outperformed expectations through the holiday 
season, rising 5.5 percent over the same period in 2009, nearly reaching levels seen 
prior to the recession.1  Personal incomes rose nationally during the fourth quarter 
by 1.03 percent, the greatest rise reported by the Commerce Department since Q1 
2008.   These numbers capped off a year where the economy grew at a pace of 
2.9 percent.  While growth remains sluggish, it’s a stark contrast to the 2.6 percent 
GDP decrease in 2009. 
                                                
1 Clifford, Stephanie. “Retail Sales Rebound, Beating Forecast”, The New York Times, 
December 27, 2010. 
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Table 1: Major Retail Lease Transactions, 4th Quarter, 2010
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Figure 1: Total Net Absorption by Submarket (SqFt)
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Norris, Beggs and Simpson reports that retail vacancy remained stable in the 
fourth quarter, dropping 10 basis points from Q3 to 6.4 percent.  This is the lowest 
vacancy since Q1 2009, joined by the first positive absorption estimate since 2009 at 
81,081 square feet.   The Central City submarket continues to have the highest 
vacancy rate, but continues a three quarter-long slide, beginning at 11.7 percent in 
Q1 and falling to 9.1 percent in Q4.   The Eastside submarket carries the lowest 
reported vacancy, down 30 basis points from the third quarter to 4.2 percent.   
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Kidder Matthews reports that average retail quoted rents for the Portland 
market currently sit at $16.93/square foot (triple net), a rate that has been steadily 
dropping since a peak of $18.16 in Q4 2008.  Kidder Matthews’ forecast suggests 
that that this rate will stabilize through the coming year based on strong pre-lease 
levels in new projects and those under construction.  While Kidder Matthews 
expects rents to cease their decline through the coming year, there is no expectation 
of gains “any time soon”. 2 
Portland has recently gained national attention for its low cross-market vacancy 
rate.  Portland ranked ninth on Grubb & Ellis’s list of cities for retail investment 
opportunity, due primarily to its low vacancy rate of 6.1 percent.  In a recent article 
in Oregon Business, David Hill, senior investment specialist at Grubb & Ellis,  
points to local growth controls for Portland’s relatively strong performance:  
“It’s more a reflection about supply than demand.  We never got overbuilt … 
National retailers who want to get in Portland haven’t been able to.  It’s very 
difficult to find a space in the area to build new retail. You can’t just keep 
building new buildings…The market here doesn’t move quite as fast.”3 
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Figure 2: Total Gross Leasable Area (GLA) and Vacancy
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Source: NAI-Norris, Beggs & Simpson Quarterly Retail Reports 
                                                
2 Kidder Matthews “Real Estate Market Review: Portland, Vancouver and Surrounding 
Areas, Q4 2010 
3 Gelber, Max. “Portland rated a top real estate buy”, Oregon Business, February 2011. 
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Figure 3: SqFt of Retail Space Under Construction and Vacancy
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In mid-November, New York-based H&M opened its first local store at Pioneer 
Place downtown in a 25,000 square foot, three story space formerly occupied by Saks 
Fifth Avenue.  The opening garnered much local fanfare and opened with a line on 
the sidewalk estimated at 1,200 people.4  H&M has now signed a lease to open in 
February 2011 in a 19,481 square foot space at Washington Square.  H&M plans to 
open a third Portland location by early summer at Clackamas Town Center.   
                                                
4 Gunderson, Laura. “H&M to open third store at Clackamas Town Center”, The 
Oregonian, January 24, 2011. 
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Figure 4: Total Retail SqFt Under Construction by Submarket
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Source: NAI-Norris, Beggs & Simpson Quarterly Retail Reports 
 
While leasing activity in the central city continues to be slow, the Portland 
Business Alliance reports continued success with their holiday “pop-up shop” 
program.  In an effort to activate vacant but high quality storefronts, PBA arranged 
for and offered rent-free retail space to upstart craft and design businesses.  
Intended initially as an experimental “stopgap” program for the holiday season, the 
initiative saw a great deal of success in 2010, with vendors’ seven-week revenue 
rising 45 percent over the previous year to $150,000.  Upstart retailers were so 
successful in their spaces that three of five shops from have signed month-to-month 
leases in their space as of January 2011 with monthly rent.  This program not only 
provides an excellent incubator service for small creative businesses, but also 
stimulates activity to adjacent retail businesses and allows owners to improve the 
marketability to potential long term lessees of otherwise empty downtown 
storefronts.  As Vanessa Sturgeon, president of TMT Development, who recently 
leased 6,000 square feet in the Fox Tower to upstart fashion design business 
“Flurry” recently explained to the Daily Journal of Commerce:  “When they got the 
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shop set up I just couldn’t believe how amazing it looked, I didn’t know if they were 
up to it, but when I saw the shop complete, it looked like it belonged in that space.” 5 
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Figure 5: Total Retail Net Absorption 
by Quarter (SqFt)
 
 
                                                
5 Bjork, Nick. “Pop-up shop program leads to 3 signed leases”, Daily Journal of Commerce, 
January 11, 2011 
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INDUSTRIAL MARKET ANALYSIS: 
DAVID WEST 
RMLS Fellow 
Certificate of Real Estate Development Student 
Masters of Urban and Regional Planning Candidate. 
The Portland industrial real estate market largely treaded water in the fourth 
quarter with a small drop in the vacancy rate and stagnant absorption from the 
previous quarter.  The improved vacancy rate is tempered by the fact that the fourth 
quarter saw no new product delivery, capping off a disappointing year. Grubb & 
Ellis reports a total of 600,000 square feet delivered, down from the 10 year average 
of 2.3 million square feet.  The reduction in new supply rates in 2010 does not come 
as a surprise following 2009, in which net absorption reached negative 1.9 million 
compared with the 10 year average of positive 2.2 million.  Net absorption for 2010 
reached 1.3 million, likely reflecting a reduction in new delivery combined with some 
recovery in demand.1 
The median vacancy between the five brokerages considered in this analysis 
dropped 30 basis points to 8.2 percent in the fourth quarter.  Only CB Richard Ellis 
reported a rise in vacancy, though minimal at 10 basis points to 8.1 percent.  
Consistent with prior reports and reflecting the use of different source data, Norris, 
Beggs & Simpson reports vacancy rates in a different range, at 15.0 percent down 20 
basis points from the third quarter.  They also report R&D/Flex vacancy rates 
jumping from 18.9 percent to 19.1 percent with negative 19,933 square feet of 
absorption.  Norris, Beggs & Simpson vacancy rates for R&D/Flex have been 
steadily climbing since late 2008, when the category bottomed out at 13.2 percent 
vacancy.  The Southwest/I-5 corridor submarket is reported as the only anomaly in 
                                                
1 “Industrial Trends Report”, Grubb & Ellis, Third Quarter 2010 
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the R&D/Flex category, with vacancy dropping 1 percent on two new 10,000 square 
foot leases in the PacTrust Business Center. 
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Table 1: Industrial Market Vacancies and Asking Rents, 4th Quarter, 2010
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Grubb and Ellis report overall vacancy dropping 20 basis points to 8.2 percent for 
the warehouse/ distribution category while Flex/R&D remains stable at 9.8 percent.  
Swan Island posts the lowest submarket vacancy at 2.3 percent while the 217 
Corridor in Beaverton carries the highest at 12.2 percent.  The NE/Columbia 
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Corridor had the highest overall absorption value of all Grubb & Ellis submarkets, 
adding 111,899 square feet to cap off a very strong 2010 with a total of 826,365 
square feet of absorption.  Cushman & Wakefield reports the N/NE Portland 
quadrants as having the highest overall absorption across the city, despite carrying 
the second highest average vacancy at 7 percent through 2010. (see Figure 3)  
Although N/NE is the largest submarket of the five that Cushman & Wakefield 
considers, it still achieved the highest ratio of absorption to total capacity of the 5 
submarkets considered.  
Source:  Grubb & Ellis, Industrial Quarterly Reports (dark grey indicates quarterly values) 
The most significant signing of the fourth quarter was Subaru of America’s 
location of a new auto parts distribution facility, service training center and regional 
office in a 413,700 square foot facility next to Port of Portland’s Terminal 6 between 
N. Marine Drive and the Columbia River.  Subaru has experienced significant 
regional expansion in the past decade and outgrown its 175,000 square foot facility 
at 158th Commerce Park.  The complex will be located on a 19.3 acre site at the 
Rivergate Corporate Center III, owned by the Port of Portland. Multi-Employer 
Property Trust (MEPT), will hold a 55-year master lease from the Port of Portland, 
and contract with Trammel Crow for development.  Subaru will then sublease the 
high-efficiency, LEED-rated facility built to their specifications from MEPT.2  
According to the Portland Business Journal, the Subaru deal “is the largest built-to-
                                                
2 Staff Writer. “Subaru Plans Move and Major Expansion in Portland”, The Portlander, 
January 7, 2011 
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suit transaction in Portland in a decade.”3  Subaru maintains a primary vehicle 
import facility across the river in the Port of Vancouver. 
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Table 2: Major Industrial Lease Transactions, 4th Quarter, 2010
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In mid-January, the City of Portland’s hotly debated North Reach River Plan 
(NRRP) was remanded by the State of Oregon Land Use Board of Appeals (LUBA) 
back to the City Council to address several divisive provisions.4  Addressing the 
industrial banks of the Willamette River between the Broadway Bridge and the 
Columbia River, the plan’s provisions include new environmental restrictions 
through the zoning code, adoption of a new and detailed natural resource inventory, 
and various development requirements focused around creating a vegetative buffer 
between the river and industrial development on its banks.  The appeal was filed by 
the Working Waterfront Coalition (WWC), a Portland industry group representing 
the interests of riverfront business, shortly after the plan was approved by Portland 
City Council in April 2010.  While the appeal took aim at a number of different plan 
provisions, primary contention surrounds those that place limitations on new 
development.  LUBA’s 41 page decision addresses most substantively the State of 
Oregon Land Use Goal #9, which protects unique and economically productive land 
for future use through the following clause: 
“Comprehensive Plans for urban areas shall … Provide for at least an 
adequate supply of sites of suitable sizes, types, locations, and service levels 
for a variety of industrial and commercial uses consistent with plan policies.”5 
By reducing the amount of overall land available for industrial purposes through 
environmental restrictions and the rezoning of the former McCormick and Baxter 
site (adjacent to the University of Portland) from Industrial Sanctuary to Mixed Use 
                                                
3 Culverwell, Wendy. “ Subaru inks blockbuster deal at Rivergate”, Portland Business 
Journal, January 6, 2011 
4 Redden, Jim. “LUBA sends River Plan back to City Council”, Portland Tribune, January 
24, 2011. 
5 Oregon Department of Land Conservation and Development.  “Statewide Planning 
Goals”, 1973 
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Employment, LUBA suggests that NRRP may violate this state goal.  LUBA’s 
decision to send the plan back to the City likely raises more questions than it 
answers for landowners in the North Reach, and it could take years to clear up 
uncertainty for developers with long term investment interests in the Portland 
harbor. 
 
Source:  Grubb & Ellis, Industrial Quarterly Reports (dark grey indicates quarterly values)  
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Figure 3: Submarket Vacancy and Overall 
Absorption, 2010 
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Source:  Cushman Wakefield, Industrial Report, Q4 2010 
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MULTIFAMILY MARKET ANALYSIS 
NGAN NGUYEN 
Oregon Association of Realtors Student Fellow 
& Certificate of Real Estate Development Graduate Student 
Norris, Beggs & Simpson report that, in the fourth quarter of 2010, multifamily 
vacancy has dropped to 3.09 percent in the metropolitan Portland market, down 
from 4.0 percent from the previous quarter and down from last year’s 5.45 percent. 
For new downtown units, vacancy fell nearly two percentage point to 6.46 percent as 
occupancy of newer buildings in the last two years stabilize. The average vacancy 
rate for 2010 was 4.05 percent. The multifamily market is gaining strength and rent 
is growing. Several major sales transactions closed during the fourth quarter 
including the Ladd Tower ($79 million) and Park 19 ($28.8 million) in downtown 
Portland. Fannie Mae and Freddie Mac still remain the most active lenders while 
banks such as Washington Federal, Sterling Bank, and Chase Bank are beginning to 
lend more.  
The average rents for the fourth quarter of 2010 were $738 ($1.04/SF) up from 
$727 ($1.02/SF) in the third quarter for a 1BR/1BA. For a  2BR/2BA, rent increased 
from $739 ($0.83/SF) in the third quarter to $744 ($0.84/SF). Rent increased from 
$996 to $1,002 for a 3 BR/2BA, however the price per square foot remained constant 
at $0.81.  
Decreased vacancy rates have stirred new interest in multifamily investment.  
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Figure 1: Unemployment and multifamily vacancy, 
Portland metropolitan area 
Source: Norris, Beggs & Simpson 
Unemployment rates are positively correlated with vacancies as shown in the 
chart below, and dramatically rose from 5.9  percent in 2008 to 11 percent in 2009, 
but have declined to 10.70 for 2010 which also shows the decrease in vacancy rates. 
While unemployment rates have decreased for 2010, we have actually lost 7,500 
wage and salary jobs since January 2010.  
The drop in the local vacancy rate reflects similar conditions in the national 
apartment market. Data released by Reis Inc., a New York real estate research firm, 
showed that the U.S. apartment vacancy rate rose to an almost 30-year high of 
8 percent in the fourth quarter, and rents dropped 0.7 percent in the fourth quarter. 
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 
Vacancy 5.40% 4.60% 7.20% 8.90% 7.40% 5.90% 3.40% 3.00% 4.00% 5.90% 4.00% 
Unemployment 4.40% 6.00% 7.80% 8.30% 7.00% 5.90% 5.00% 4.90% 5.90% 11.00% 10.70% 
0.00% 
2.00% 
4.00% 
6.00% 
8.00% 
10.00% 
12.00% 
Portland Metro Unemployment Vs. Multifamily Vacancy 
Vacancy Unemployment 
MULTIFAMILY MARKET ANALYSIS  NGUYEN 34 
 
Figure 2: Average rent and price per square foot, 4th Quarter, 2010, 
Portland metropolitan area 
 
Source: Norris, Beggs & Simpson 
 
In the fourth quarter of 2010, the downtown Portland submarket showed the 
highest overall vacancy rate at 4.31 percent (a decrease from 5.7 percent in the third 
quarter), while Gresham and Troutdale had the lowest submarket vacancy at 
2.39 percent. Downtown Portland hand the highest new unit vacancy at 6.46 percent 
(a decrease from 8.33 percent in the third quarter) while Lake Oswego/West Linn 
had virtually no vacancy.  Wilsonville and Vancouver had the highest vacancy rates 
for seasoned units at 4.90 percent while Downtown Portland had the lowest at 
2.51 percent. Rent rates increased by $10 overall to $825 from last quarter, or $0.95 
per square foot.  
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Figure 3: Vacancy rates, 4th Quarter, 2010, Portland metropolitan area, 
by submarket 
 
Source: Norris, Beggs & Simpson 
The recent Norris, Beggs & Simpson survey shows asking rents for two-
bedroom/two-bath are highest in the Downtown Portland area at $2,066 at 
$1.73/sq.ft followed by N & NE Portland at $1,096 at $1.06/sq.ft and Lake Oswego at 
$1,015 at $0.92/sq.ft. The lowest rent average for two bedroom/two-bath is in 
Gresham & Troutdale for $763 at $0.78/sq. ft.  
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Figure 4: Average rents and Price Per Sq. Ft, 4th Quarter, 2010, Portland 
metropolitan area, by submarket 
 
Source: Norris, Beggs & Simpson 
 
Norris, Beggs & Simpson’s list of major apartment sale transactions for the 
fourth quarter of 2010 include five transactions for 100 units. These include the 
Ladd Tower (332 units) in Downtown Portland for $70.35 million, the Palladia 
Apartments (497 units) in Hillsboro for $70.25 million, Park 19 (101 units) in 
Downtown Portland for $28.8million, Sunnyside Village (132 units) in Clackamas for 
$10.63 and NE 138th Ave. (114 units) in Vancouver for $7.12 million. 
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Table 1:  Major sales transactions, 4th Quarter, 2010, 
Portland metropolitan area 
 
Source: Norris, Beggs & Simpson 
Despite the recent large multifamily sales, apartment sales volumes volume 
were down significantly in 2009 relative to the prior six years as well as the number 
of transactions within the current market is still down significantly from levels seen 
in 2002 through 2008. The graph below shows the sharp drop-off in transactions and 
total dollar value in 2009 and continuing through the third quarter of this year. 
Sales volume for 2010 picked up substantially in the fourth quarter and resulted in 
a sales volume of around $525 million with just over 100 sales compared to $282 
million and 81 transactions for 2009. 2010 sales volume is off by around 34 percent 
from the $800 million per year average from 2003 to 2008. 
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Figure 5: Multifamily transactions and sales volume, 
Portland metropolitan area 
 
Source: The Barry Apartment Report 
As shown by the graph above, multifamily permits experienced a strong drop-off 
in 2009 when only 945 multifamily units were permitted within the city. This was 
well below the yearly average of 1,982 permits issued between 2000 and 2008. 
Through the first six months of 2010, only 312 multifamily units have been 
permitted in Multnomah County, with 152 units and 35 units permitted in 
Washington and Clackamas County, respectively. The end of the year picked up and 
total building permits in Portland increased 22.4 percent from 2009 to 1,157 permits 
issued although this number still falls short of the high average from earlier years. 
Factors contributing to the current lag in new construction include the weak 
economy, difficulty obtaining financing, and the current gap between replacement 
cost and market value. In light of the current low 4.0 percent vacancy rate in the 
metropolitan region and lack of new construction, many knowledgeable multifamily 
brokers and investors are predicting a shortage in apartments by 2012. This 
shortage will be felt first within the urban core and later in the suburbs, where there 
is slightly more inventory. 
2002 2003 2004 2005 2006 2007 2008 2009 2010 YTD 
Number of Transactions 236 252 274 213 224 232 155 81 105 
Sales Volume 511 538 564 663 867 845 899 282 525 
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Figure 6: Multifamily residential permits issued 
 
 
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 
Portland 932 632 1,246 2,473 1,926 2,755 2,295 3,088 2,499 945 1,157 
Multnomah Co. 1,171 1,208 1,564 3,289 2,275 2,914 2,431 3,166 2,551 390 713 
Washington Co. 606 870 1,087 1,092 1,392 847 1,493 720 589 332 238 
Clackamas County 550 261 312 116 229 230 572 108 0 135 40 
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National housing market statistics reflect a decreasing prices over the past year. 
Median home prices were down 0.20 percent annually in September 2010.  However, 
median prices in the western United States have increased by 1.89 percent from 
$211,100 to $215,100. Over the same period, the Portland metropolitan area 
experience declining median sales prices and sales volume. The median sales price 
dropped 2.20 percent from $241,900 to $236,500 and the number of transactions in 
the metropolitan area decreased by 2.4 percent.  
The National Association of Realtors reports the number of existing home sales 
showed a strong increase in December 2010, an increase exceeded consensus 
predictions. NAR reports 2010 existing home sales rose 13.8 percent between 
November and December, while falling 2.2 percent over the same two months in 
2009.  
The HousingPulse Distressed Property Index (DPI) is a key indicator of the 
health of the housing market and was 47.2 percent in December 2010, which 
reflected the share of total home sale transactions that involved distressed 
properties. December’s level was up from 44.5 percent in November and nearly 
matched the 47.5 percent peak in the index reached in September, right before the 
temporary halt in foreclosures. Sales of distressed properties surged in December as 
many banks resumed processing foreclosures.  
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Figure 1:  Single Family Mortgage Interest Rate – One Year Trend 2010. 
 
 
Source: Mortgage-X.com 
Mortgage interest rates had been steadily decreasing since the first quarter 
of 2010, but started rising in the fourth quarter. This contributed to an in first-time 
homebuyer activity as purchasers rushed to close transactions before anticipated 
interest rate increases.  
First time home buyers constituted 37.7 percent of all transactions tracked in 
December 2010, which represented an increase from the 34.4 percent level found in 
the months of September and October. 
 Table 1:  Median Home Values of Existing Detached Homes 
  U.S. West 
Portland 
Metro Area 
September 2009 Median Sales Price $169,600 $211,100 $241,900 
September 2010 Median Sales Price $169,300 $215,100 $236,500 
% Change in Median Sales Price -0.20% 1.89% -2.20% 
% Change in Number of Sales Sept. 2009-Sept. 2010 -19.0% -4.70% -2.40% 
Source: National Association of Realtors and RMLS 
   
Standard & Poor’s Case-Shiller Index for Portland was 138.79 for the fourth 
quarter of 2010. The represents a decrease of 4.24 percent from August 2010, and a 
year-over-year decrease of 6.97 percent. Case-Shiller’s 20 city composite index is 
down 1.61 percent compared to the same time last year. The index data shows that 
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in the major U.S. metropolitan cities, home prices slowed in the fourth quarter 
compared to the previous quarter.  
Figure 2:  Standard & Poor’s Case-Shiller Index for Portland and 
Composite-20. 
 
The Case-Shiller Home Price Indices are the leading measures for the US 
residential housing market, tracking changes in the value of residential real estate 
both nationally as well as in 20 metropolitan regions. The indices show a 
deceleration in the annual growth rates in 17 of the 20 metropolitan statistical areas 
(MSAs) and the 10- and 20-city composites compared to what was reported for 
October 2010.  
Home prices fell in 19 of 20 MSAs and both composites in November 2010 from 
their October levels. In November, only four MSAs—Los Angeles, San Diego, San 
Francisco and Washington DC—showed year-over-year gains.  
Portland, Ore. was one of nine markets that hit their lowest levels since home 
prices peaked in 2006 and 2007.  
Data published by RealtyTrac, show 799,064 foreclosure filings for the fourth 
quarter 2010, down 14.11 percent from the 930,437 foreclosure filings in the third 
quarter. The filing figures include default notices, schedule auctions and bank 
repossessions. Foreclosure filings were reported on 257,747 U.S. properties in 
December 2010, a decrease of nearly 2 percent from the previous month and down 
26 percent from December 2009—the biggest annual drop in foreclosure activity 
since January 2005 and giving December the lowest monthly total since June 2008. 
The annual and fourth quarter drop in foreclosure activity is thought to be triggered 
primarily by the continuing controversy surrounding foreclosure documentation and 
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procedures that prompted many major lenders to temporarily halt some foreclosure 
proceedings.  
For the year 2010, a total of 3,825,637  foreclosure filings—default notices, 
scheduled auctions and bank  repossessions—were reported on a record 2,871,891 
U.S. properties in  2010, an increase of nearly 2 percent from 2009 and an increase 
of 23 percent  from 2008. The report also shows that 2.23 percent of all U.S. housing 
units (1 in 45) received at least one foreclosure filing during the year, up from  2.21 
percent in 2009, 1.84 percent in 2008, 1.03 percent in 2007 and 0.58  percent in 
2006. Of every household in the U.S. 2.23 percent (one in every 45) received a 
foreclosure filing during the year. This is up from 2.21 percent in 2009, 1.84 percent 
in 2008, 1.03 percent in 2007 and 0.58 percent in 2006.  
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Figure 3:  Foreclosure Rate Heat Map, December 2010 
 
 
Source: RealtyTrac 
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According to RealtyTrac, Portland, Ore. had the 63rd highest rate of 
foreclosures for the year 2010 among the nation’s 206 largest metro areas. Medford, 
Ore. had the 40th highest foreclosure rate, Salem was ranked 69, Eugene was 
ranked 105.   
Of the nation’s 20 metro areas with the highest foreclosure rates, nineteen 
were in the Sun Belt states of California, Nevada and Arizona. Only one Northwest 
city on that list was Boise, Ida., at No. 20. 
Table 2:  Building Permits Issued, Year to Date, in thousands 
  Single Family Multi Family 
  Nov-10 Nov-09 % Change Nov-10 Nov-09 % Change 
United States          416.2          400.7  3.88%          134.3          123.6  9% 
Oregon            5.41            5.21  3.80%            1.22            1.81  -33% 
 
Portland-Vancouver-
Beaverton OR-WA 3.15 2.73 15.38% 0.77 0.86 -11% 
 Salem OR            0.36            0.36  -0.83%            0.24            0.11  110% 
 Eugene-Springfield OR            0.44            0.41  7.90%            0.08            0.15  -47% 
 Bend OR            0.34            0.33  1.20%            0.01            0.03  -57% 
 Corvallis OR            0.04            0.04  -7.69%            0.02                 -    - 
 Medford OR            0.27            0.31  -14.24%            0.09            0.01  1317% 
Source: National Association of Home Builders  
PORTLAND 
The number of Portland metropolitan area home sales decreased by 6.6 percent 
during the fourth quarter compared to the third quarter of 2010, and buyers closed 
on purchases of 3,140 existing homes.  This is a 19.7 percent decrease from the 
fourth quarter of 2009 when there were 3,911 transactions in the metropolitan area. 
Median prices for the fourth quarter were at $237,000, which represents a 
6.7 percent decrease over the previous quarter and a 5.2 percent reduction annually.  
Sales price to original list price are coming closer together, with average sales taking 
place at 96.22 percent of the original list price. This is a 0.09 percent point decrease 
from the previous quarter which was 96.31 percent, and a 4.15 percent increase 
annually from 92.39 percent. Sellers in the Portland area have had their homes on 
the market for an average of 79 days before closing, reflecting a 6 day increase from 
2009 and a 4 day increase from the third quarter. Price per-square-foot values 
decreased to $131.  
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Figure 4:  Single Family Price per Square Foot, New and Existing Detached 
Homes, Portland Metro (excluding Clark County, WA) 
 
Figure 5: Single Family Price per Square Foot, New and Existing Detached 
Homes, Portland Sub Markets  
 
4Q 2008 1Q 2009 2Q 2009 3Q 2009 4Q2009 1Q2010 2Q2010 3Q2010 4Q2010 
Price/SqFt $146  $134  $136  $139  $139  $130  $136  $128  131 
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Figure 6: Median Sales Price & Number of Transactions, Existing Detached 
Homes, Portland Metro (excluding Clark County, WA) 
 
4th Quarter Median 
Price: $237,000 
Quarterly % Change: -
6.69% 
Annual % Change: 
-5.20% 
 
Number of Transactions: 
3140 
Quarterly % Change: -
6.58% 
Annual % Change: 
-19.71% 
 
Figure 7: Sale Price/Original List Price& Average Days on Market, Existing 
Detached Homes, Portland Metro (excluding Clark County, WA) 
 
4th Quarter Sale/Original 
ratio: 96.22 
Quarterly % Change: -
0.09% 
Annual % Change: 4.15% 
 
Days on Market: 79 
Quarterly % Change: 
5.33%% 
Annual % Change: 8.22% 
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Figure 8: Median Sales Price & Number of Transactions, New Detached 
Homes, Portland Metro (excluding Clark County, WA) 
 
4th Quarter Median 
Price: $294,629 
Quarterly % Change: -
5.00% 
Annual % Change: 
-6.70% 
 
Number of 
Transactions: 316 
Quarterly % Change: 
17.91% 
Annual % Change: 
-19.80% 
 
All of the submarkets listed below experienced quarterly price depreciation on 
existing detached homes, except the North Portland submarket which appreciated 
by 0.85 percent. Tigard/Wilsonville submarket experienced the highest quarterly 
depreciation rate at 12.32 percent followed by Southeast Portland at 11.36 percent 
and Columbia County at 10.62 percent. 
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Figure 9: Appreciation Rates of Existing Detached Homes 
from Q3 2010 to Q4 2010, Portland Sub-Markets 
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Figure 10: Appreciation Rates of Existing Detached Homes from Q4 2009 to 
Q4 2010, Portland Sub-Markets 
 
Annual median sale price depreciated for all Portland submarkets except 
Yamhill County and Lake Oswego/West Linn where sale prices rose 2.67 percent 
and 1.96 percent, respectively. The largest annual depreciation was experienced in 
Mt. Hood Govt. Camp with a 19.80 percent, Columbia County at 14.05 percent and 
Milwaukie/Clackamas at 12.39 percent.  
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Figure 11: Portland Metropolitan Areas
 
Map courtesy of RMLS 
VANCOUVER 
Vancouver’s median home price was $185,225 resulting in a quarterly decrease of 
2.00 percent and an annual decrease of 4.89 percent in home values. The number of 
homes sold throughout the third quarter increased by 1.25 percent to 487, and down 
31.89 percent annually. The average number of days on the market is up to 86 days. 
Third quarter average number of days on the market was 84, while it was 85 during 
the fourth quarter of 2009. 
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Figure 12: Median Price and Annual Appreciation Existing Detached 
Homes, Vancouver 
 
Figure 1: Average Days on Market and Number of Transactions Existing 
Detached Homes, Vancouver 
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Figure 14: Median Price and Annual Appreciation Existing Detached 
Homes, Clark County (excluding Vancouver) 
 
In the Clark County suburbs home prices have increased to $218,000. This is a 
11.56 percent decrease from the previous quarter’s median price, and 8.4 percent 
decrease annually.  
The number of home transactions in Clark County’s suburbs is down 
19.18 percent from the third quarter and down 20.81 percent annually. There were 
354 transactions during the fourth quarter. The average number of day on the 
market is up from 101 to 102. During the fourth quarter of 2009 homes averaged 105 
days on the market. 
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Figure 25: Average Days on Market and Number of Transactions Existing 
Detached Homes Clark County (excluding Vancouver) 
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Figure 16: Appreciation Rates of Existing Detached Homes  Vancouver and 
Clark County Sub Market from Q3 2010 to Q4 2010 
 
Quarterly changes show that thirteen submarkets had high median sale values 
with SE County (34.56 percent), Downtown Vancouver (17.34 percent), E Heights 
(16.43 percent) and Central County (15.51 percent) submarkets increased the most 
in value.   
Twenty-one submarkets had lower median sale values. Washougal (20.92 percent 
decrease), La Center (18.43 percent decrease), Cascade Park (17.62 percent 
decrease) and N Felida (14.78 decrease) submarkets saw the greatest annual 
depreciation.   
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Figure 17: Appreciation Rates of Existing Detached Homes, Vancouver and 
Clark County Sub Market from Q4 2009 to Q4 2010 
 
Thirteen Vancouver/Clark County submarkets experienced price appreciation for 
the year. The Yacolt submarket posted the highest gains with an appreciation rate 
of 48.07 percent (based on 7 transactions) followed by NE Corner at 36.86 percent (3 
transactions) and Southeast County at 33.38 percent (in 4 transactions).  
Conversely 22 submarkets had price depreciation. The SW Heights submarket 
had the highest quarterly depreciation rate at 42.55 percent (11 transactions) 
followed by Woodland Area at 35.00 percent (8 transactions) and Mid Central 
County at 32.24 percent (4 transactions). 
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Figure 3: Clark and Cowlitz Counties Submarkets 
 
Map courtesy of RMLS 
 
CENTRAL OREGON 
Both Bend and Redmond are experiencing decreases from the previous year with 
respect to the number of homes sold less than one acres. Bend home sales less than 
one acre are down 15 percent to 441 while Redmond’s decreased 7 percent to 173. 
More significant transaction increase were seen with homes on 1-5 acres where 
volumes increased 81 percent from 32 to 58 in Bend and from 9 transactions in the 
fourth quarter of 2009 to 12 transactions during the fourth quarter of 2010 in 
Redmond. The average number of days on market declined from 208 (in the fourth 
quarter 2010) to 178 (in the fourth quarter 2010) in Bend and from 194 to 196 in 
Redmond for homes on less than one acre. In Central Oregon’s reports, the housing 
stock is separated by lot size, properties under one acre and those between one and 
five acres. Price per square foot data is provided to control for lot size between both 
categories. 
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Figure19: Number of Transactions and Days on the Market, Single Family 
Under 1 Acre, Bend and Redmond 
 
The median home prices for both Central Oregon submarkets remained fairly 
stable during the fourth quarter after the significant decline during the first quarter 
of 2010 and are down 6 percent from the third quarter of 2010.  However, annually 
they are down 14.3 percent in Bend and down 11.3 percent in Redmond for homes 
less than 1 acre. The declines grow larger once current median home sale prices are 
compared to their peak during the first quarter of 2007. The median price for homes 
under one acre in Bend were $331,000 (fourth quarter 2007) and are now $185,000. 
The median price for Bend homes with 1-5 acres was $572,500 in 2007 and now is 
$318,500. The Redmond submarket experienced similar changes in median sale 
price during this time frame with homes under one acre dropping from $235,900 to 
$118,000 and homes with 1-5 acres dropping from $410,000 to $236,250 (from the 
fourth quarter of 2007 to fourth quarter of 2010). Price-per-square-foot numbers 
decreased for both submarkets and subcategories from the third quarter to the 
fourth with the exception of homes in Bend with 1-5 acres which increased 
14 percent to $138/sq. ft. from $121/sq. ft. Homes under one acre decreased 
9.1 percent to $100 in Bend and decreased 5.1 percent in Redmond at $75. Price-per-
square-foot on homes with 1-5 acres was down 31.1 percent in Redmond to $104. 
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Figure 20: Number of Transactions and Days on the Market, Single Family 
1-5 Acres, Bend and Redmond 
 
Figure 21: Median Single Family Price and $/SqFt Under 1 Acre, Bend and 
Redmond 
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Figure 22: Median Single Family Price and $/SqFt, 1-5 Acres, Bend and 
Redmond 
 
WILLAMETTE VALLEY 
All Willamette Valley submarkets experienced annual depreciation on existing home 
prices except Keizer (3.6 percent). Marion County had the highest depreciation of 
12.1 percent followed by Polk County with a 9.8 percent decrease. 
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Figure 23: Annual Appreciation Rates of Existing Detached Homes, 
Willamette Valley from Q3 2009 to Q3 2010 
 
The number of transactions over the past year decreased annually for all of these 
submarkets with Marion and Benton Counties down the most at 19.8 percent and 
18.8 percent respectively.  
The number of days on the market increased annually and quarterly for all of 
these submarkets. The largest increase in average days on market from the fourth 
quarter of 2009 was Benton County which increased from 127 days to 156 during the 
fourth quarter of 2010. This is followed by Keizer which increased from 120 days in 
fourth quarter of 2009 to 150 days during the fourth quarter of 2010. 
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Figure 24: Median Sales Price Existing Detached Homes, Willamette Valley 
 
SALEM 
Salem’s housing market again experienced annual depreciation while the number of 
days on the market increased.  The median sale price, and number of transactions 
decreased from the third quarter of 2010.  
Prices declined 8.34 percent from the previous year to $156,950.  Meanwhile, the 
average number of days on market increased to 148 from 123 in the third quarter of 
2009. There was increase in the average days on market from the third quarter of 
2010.   
The number of transactions decreased from the previous year from 442 to 320, as 
well as a decreased from the second quarter of 2010 from 339. 
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Figure 25: Median Sales Price and Annual Appreciation, Existing Homes, 
Salem 
 
Figure 26: Average Days on Market and Number of Transactions,   Existing 
Homes, Salem 
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EUGENE/SPRINGFIELD 
The Eugene/Springfield area experienced decreasing home prices relative to the 
fourth quarter of 2009 and the number of transactions decreased 20.6 percent 
annually to 409. The number of transactions year over year have been increasing 
since the second quarter of 2009 but has decreased from the second quarter of 2010 
to the fourth quarter of 2010.  The median price decreased annually by 7.10 percent 
to $195,500. 
Figure 27: Median Price and Annual Appreciation Existing Detached 
Homes, Eugene/Springfield 
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